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SURVEY RESULTS: STANDARD QUESTIONS

SURVEY RESULTS FOR STANDARD QUESTIONS

CURRENT ACTIVITY
Tables 1 and 2 report the
most recent results of the St.
Cloud Area Business Outlook
Survey. Responses are from
45 area businesses that returned the recent mailing in
time to be included in the
report. Participating firms
are representative of the
diverse collection of businesses in the St. Cloud area.
They include retail, manufacturing, construction, financial, health services and
government enterprises both
small and large. Survey responses are strictly confidential. Written and oral comments have not been attributed to individual firms.
While the current business
activity index in Table 1 is
lower than it was three
months ago, this is a normal
seasonal effect. The February survey always has relatively weak results. However,
by comparison, the current
reading of 23 on this index is
considerably higher than the
-5.1 value recorded one year
ago. The comparatively low
survey results we recorded in
the first three quarters of
2016 now appear to have been
reversed by the considerably
stronger numbers found in
the November and February
surveys.
However, as we reported
last quarter, diffusion indices
for current employment and
length of the workweek have
weakened. Some of this is the
normal seasonal observation
in the winter survey, but this
can also be explained by a
maturing expansion in which
workers have become harder
to find. As can be seen in the
accompanying chart, the
diffusion index on current
employment has slowly drifted downward since August
2015. While local firms continue to report worker shortages, the diffusion index on
current worker shortages
appears to have moderated in
recent quarters. Twenty-four
percent of surveyed firms
report increased difficulty
attracting qualified workers
in the current quarter (36
percent of firms reported
increased worker shortages
in the November survey).
Given St. Cloud’s low unemployment rate and declining labor force, workforce
pressures are unlikely to
subside any time soon.
A diffusion index represents the percentage of respondents indicating an increase minus the percentage
indicating a decrease in any
given quarter. For any given
item, a positive index usually
indicates expanding activity,
while a negative index implies declining conditions.
Wage pressures were seasonally weaker in the most

recent three months, and the
prices-received index was
little changed from the recent
quarter. Most surveyed firms
report no change in prices
received or in employee compensation over the past three
months.
Area firms report a stronger evaluation of national business conditions. While the
national business activity
over the last three months is
only 15.5, this is the highest
recorded value since August
2015. It appears that area
firms’ perception of national
business activity has improved since the November
election.
Finally, the capital expenditures index is little changed
from last quarter, although it
is improved from one year
ago (at which time it had
reached a four-year low).
While there remains considerable policy uncertainty in
Washington, the combination
of higher expected future
interest rates and a tight local
labor market remains an important stimulus to local capital spending.
As always, firms were
asked to report any factors
that are affecting their business. These comments include:
» Strong dollar affects
export competitiveness.
» The quality control of
most businesses and products
is diminishing and is costing a
lot of additional labor for
callbacks and monitoring on
jobsites. In my opinion, this is
mostly due to lack of qualified people doing jobs they
are not trained for.
» Postal reform is CRITICAL to our business and
many businesses around the
country. The bill before Congress needs to pass.
» Obamacare.
» Seems to be more optimism in the business sector
since the election
» Donald Trump. Ours is
essentially an international
business where the capital
outlay (some of which goes to
us) to build a new plant is
enormous. If we don’t have
trade agreements in place
(and at this writing, we don’t),
these corporations are not
going to invest in plants to
service that trade. We have
not booked a new job since
the election.
» Property taxes are out of
sight and recent St. Cloud
school referendum is going to
add $4,000 to a current
$44,000 cost on a crummy
pole barn in a very small industrial park in south St.
Cloud. State dependency on
commercial property taxes is
way out of balance. Taxes
have doubled since building
was new in 2005 and real market value has not changed at
all.

» Foreign competition.

FUTURE OUTLOOK
Table 2 reports the future
outlook for area businesses.
After a quarter in which the
six-month-ahead local outlook
appeared to have stabilized
around normal readings, this
quarter’s future outlook appears to have improved considerably. The index on future overall business activity
is much higher than one year
ago, and is the highest recorded in the winter survey
in four years. With 62.2 percent of surveyed firms expecting increased future
business activity, the economic outlook remains strong
through August 2017.
At a value of 37.3, the future employment index is at
its highest winter survey
level since 2013. Forty-four
percent of surveyed firms
expect to add workers by
August. In addition to adding
employees to payrolls, area
firms are expecting to use
existing workers more intensively through an expanded workweek. The index

number on length of workweek in Table 2 is the highest
recorded since February
2014.
This quarter’s future capital expenditures index moderated from its historically
high level recorded in November. Two-thirds of surveyed firms expect no
change in capital expenditures by August, and 27 percent expect increased capital
purchases. Few firms expect
to lower their purchases of
equipment, machinery and
structures over the next six
months.
There is also considerable

expected pressure on labor
costs over the next six
months. Seventy-one percent
of surveyed firms expect
employee compensation to
be higher by August 2017,
and only one firm anticipates
a decrease in wages and
salaries. As can be seen in
the accompanying chart, we
have to go back to the winter
survey in 1999 to find a higher reading on this index!
The anticipated rise in
local labor costs could compromise business profitability. Only twenty-four
percent of surveyed firms
expect an increase in prices
received over the next six
months.
After several quarters of
weakness (this may have
been attributed to the national election), local firms’ evaluation of national business
activity has begun to improve. The national business
activity index is now at its
highest level in three years.
While the outlook on federal
economic policy initiatives
remains murky, increased
optimism has emerged from
area firms about the possibility for federal policy initiatives to favorably improve
business conditions.
Finally, while most firms
report no change in their
anticipated difficulty attracting qualified workers
over the next six months, the
local labor shortage is still
expected to persist. Twentyeight percent of surveyed
firms expect to find it more
difficult to attract qualified
workers by August 2017, and
only one firm thinks these
pressures will decrease.

